AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

§1.52-3

buys the division merely to obtain its store
locations. Before the Q Corporation takes
over, the division liquidates its inventory in
a going-out-of-business sale. The Q Corpora-
tion has merely acquired assets in this trans-
action, not a separate unit of P Company’s
business.

Example 3. The R Company processes and
distributes meat products. Both the proc-
essing division and the distributorship are
self-sustaining, profitable operations. The
acquisition of either the meat processing di-
vision or the distributorship would be an ac-
quisition of a separate unit of the R Com-
pany’s business.

Example 4. The S Corporation is engaged in
the manufacture and sale of steel and steel
products. S Corporation also owns a coal
mine, which it operates for the sole purpose
of supplying its coal requirements for its
steel manufacturing operations. The acquisi-
tion of the coal mine would be an acquisition
of a separate unit of the S company’s busi-
ness.

Example 5. The T Company, which is en-
gaged in the business of operating a chain of
drug stores, sells its only downtown drug
store to the V Company and agrees not to
open another T Company store in the down-
town area for five years. Included in the pur-
chase price is an amount that is charged for
the goodwill of the store location. The V
Company has acquired a separate unit of the
T Company’s business.

Example 6. The W Company, which is en-
gaged in the business of operating a chain of
drug stores sells one of its stores to the X
Company, but continues to operate another
drug store three blocks away. The X Com-
pany opens the store doing business under its
own name. The X Company has not acquired
a separate unit of the W Company’s business.

Example 7. (a) The Y Corporation, which is
engaged in the manufacture of mattresses,
sells one of its three factories to the Z Com-
pany. At the time of the sale, the factory is
capable of profitably manufacturing mat-
tresses on its own. Z Company has acquired
a separate unit of the Y Corporation.

(b) The facts are the same as in (a) above,
except that a profitable manufacturing oper-
ation cannot be conducted in the factory
standing on its own. Z Company has not ac-
quired a separate unit of the Y Corporation.

Example 8. The O Construction Company is
owned by A, B, and C, who are unrelated in-
dividuals. It owns equipment valued at 1.5
million dollars and construction contracts
valued at 6 million dollars. A, wishing to
start his own company, exchanges his inter-
est in O Company for 2 million dollars of
contracts and a sufficient amount of equip-
ment to enable him to begin business imme-
diately. A has acquired a separate unit of the
O Company’s business.
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(3) Major portion. All the facts and
circumstances surrounding the trans-
action shall be taken into account in
determining what constitutes a major
portion of a trade or business (or sepa-
rate unit). Factors to be considered in-
clude:

(i) The fair market value of the as-
sets in the portion relative to the fair
market value of the other assets of the
trade or business (or separate unit);

(ii) The proportion of goodwill attrib-
utable to the portion of the trade or
business (or separate unit);

(iii) The proportion of the number of
employees of the trade or business (or
separate unit) attributable to the por-
tion in the periods immediately pre-
ceding the transaction; and

(iv) The proportion of the sales or
gross receipts, net income, and budget
of the trade or business (or separate
unit) attributable to the portion.

(Secs. 44B, 381, and 7805 of the Internal Rev-
enue Code of 1954 (92 Stat. 2834, 26 U.S.C.
44B); 91 Stat. 148, 26 U.S.C. 381(c)(26); 68A
Stat. 917, 26 U.S.C. 7805)

[T.D. 7553, 43 FR 31323, July 21, 1978, as
amended by T.D. 7921, 48 FR 52906, Nov. 23,
1983]

§1.52-3 Limitations with respect to
certain persons.

(a) Mutual savings institutions. In the
case of an organization to which sec-
tion 593 applies (that is, a mutual sav-
ings bank, a cooperative bank or a do-
mestic building and loan association),
the amount of the targeted jobs credit
(new jobs credit in the case of wages
paid before 1979) allowable under sec-
tion 44B shall be 50 percent of the
amount otherwise determined under
section 51, or, in the case of an organi-
zation under common control, under
§1.52-1 (a) and (b).

(b) Regulated investment companies and
real estate investment trusts. In the case
of a regulated investment company or
a real estate investment trust subject
to taxation under subchapter M, chap-
ter 1 of the Code, the amount of the
targeted jobs credit (new jobs credit in
the case of wages paid before 1979) al-
lowable under section 44B shall be re-
duced to the company’s or trust’s rat-
able share of the credit. The ratable
share shall be determined in accord-
ance with rules similar to the rules
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provided in section 46(e)(2)(B) and the
regulations thereunder. For purposes of
computing the ratable share, the re-
duction of the deduction for wage or
salary expenses under §1.280C-1 shall
not be taken into account.

(c) Cooperatives—(1) Taxable years end-
ing after October 31, 1978. For taxable
years ending after October 31, 1978, in
the case of a cooperative organization
described in section 1381(a), rules simi-
lar to rules provided in section 46(h)
and the regulations thereunder shall
apply in determining the distribution
of the amount of the targeted jobs
credit (new jobs credit in the case of
wages paid before 1979) allowable to the
cooperative organization and its pa-
trons under section 44B.

(2) Tazxable years ending before Novem-
ber 1, 1978. For taxable years ending be-
fore November 1, 1978, in the case of a
cooperative organization described in
section 1381(a), the amount of new jobs
credit allowable under section 44B shall
be reduced to the cooperative’s ratable
share of the credit. The ratable share
shall be the ratio which the taxable in-
come of the cooperative for the taxable
year bears to its taxable income in-
creased by the amount of the deduc-
tions allowed under section 1382 (b) and
(c). For purposes of computing the rat-
able share, the reduction of the deduc-
tion for wage or salary expenses under
§1.280C-1 shall not be taken into ac-
count.

(Secs. 44B, 381, and 7805 of the Internal Rev-
enue Code of 1954 (92 Stat. 2834, 26 U.S.C.
44B); 91 Stat. 148, 26 U.S.C. 381(c)(26); 68A
Stat. 917, 26 U.S.C. 7805)

[T.D. 7921, 48 FR 52906, Nov. 23, 1983]

§1.53-1 Limitation based on amount of
tax.

(a) General rule—(1) Targeted jobs cred-
it. For taxable years beginning after
December 31, 1978, the amount of the
targeted jobs credit allowed by section
44B (as amended by the Revenue Act of
1978) shall not exceed 90 percent of the
tax imposed by chapter 1, reduced by
the credits enumerated in section 53(a).

(2) New jobs credit. For taxable years
beginning before January 1, 1979, the
amount of the new jobs credit allowed
by section 44B (as in effect prior to en-
actment of the Revenue Act of 1978)
shall not exceed the tax imposed by

§1.53-2

chapter 1, reduced by the credits enu-
merated in section 53(a).

(b) Special rule for 1978-79 fiscal year.
In the case of a taxable year beginning
before January 1, 1979, and ending after
that date, the sum of the targeted jobs
credit (determined without regard to
the tax liability limitation in para-
graph (a)(1) of this section) and the new
jobs credit (determined without regard
to the tax liability limitation in (a)(2)
of this section) shall not exceed the tax
imposed by chapter 1, reduced by the
credits enumerated in section 53(a).

(Secs. 44B, 381, and 7805 of the Internal Rev-
enue Code of 1954 (92 Stat. 2834, 26 U.S.C.
44B); 91 Stat. 148, 26 U.S.C. 381(c)(26); 68A
Stat. 917, 26 U.S.C. 7805)

[T.D. 7921, 48 FR 52906, Nov. 23, 1983]

§1.53-2 Carryback and carryover of
unused credit.

(a) Allowance of unused credit as a
carryback or carryover—(1) In general.
Section 53(b) (formerly designated as
section 53(c) for taxable years begin-
ning before 1979) provides for
carrybacks and carryovers of unused
targeted jobs credit (new jobs credit in
the case of wages paid before 1979). An
unused credit is the excess of the credit
determined under section 51 for the
taxable year over the limitation pro-
vided by §1.563-1 for such taxable year.
Subject to the limitations contained in
paragraph (b) of this section and para-
graph (f) of §1.53-3, an unused credit
shall be added to the amount allowable
as a credit under section 44B for the
years to which an unused credit can be
carried. The year with respect to which
an unused credit arises shall be re-
ferred to in this section as the ‘‘unused
credit year.”

(2) Taxable years to which unused cred-
it may be carried. An unused targeted
jobs credit (new jobs credit in the case
of wages paid before 1979) shall be a
new employee credit carryback to each
of the 3 taxable years preceding the un-
used credit year and a new employee
credit carryover to each of the 15 tax-
able years succeeding the unused credit
year. An unused credit must be carried
first to the earliest of the taxable years
to which it may be carried, and then to
each of the other taxable years (in
order of time) to the extent that the
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